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IN T R O D U C T IO N
R ecent activities by the In d iana  G eneral Assem bly in its efforts to 
address the insurance crisis are discussed below. T he background of the 
liability insurance crisis and  legislative activity is outlined.
In the past several m onths everyone in this state has been affected 
by increases in the cost of liability insurance. W hether y o u ’re a local of­
ficial, an em ployee of a governm ent agency, or in private business you 
have been exposed to a dram atic  decrease in the availability of insurance. 
And as a sim ple m atte r of econom ics, a decrease in supply m eans in in ­
crease in prices.
For m any years governm ental units were protected from liability 
claims by a doctrine known as sovereign im m unity. T hrough  the enac t­
m ent of new laws and court decisions, this doctrine was w eakened con­
siderably. As this protection began to erode, In d iana  adopted  a T o rt 
C laim s Act to provide m onetary lim its on the liability of a unit of govern­
m ent and  also offer certain  areas of im m unity  to these units.
It is critical tha t local governm ents have this type of protection. 
G overnm ent, unlike the private sector, has no m eans to pass on cost in ­
creases. W e are forced to operate on fixed revenues and any financial 
loss results in a decrease in services.
In recent m onths the increase in the cost of insurance has had a 
d ram atic  im pact on counties and o ther units of governm ent. T h e  p ro ­
blem becam e large enough that last sum m er the leadership of the Ind iana 
G eneral Assembly appointed  an ad hoc com m ittee to recom m end legisla­
tion to reduce the crisis.
T his legislative com m ittee heard  from num erous factions, all hav­
ing a different view point on the root of the problem  and consequently  
recom m ended different solutions. It is my contention that there is enough 
blam e to go around . T he insurance industry  is not faultless, no r is the 
civil justice system , nor trial lawyers. W e, too, can shoulder some of the 
blam e. As m anagers of local governm ent, we can do a better job  of con­
trolling losses and m in im izing our exposure to lawsuits.
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H O W  T O  EASE T H E  IN S U R A N C E  C R IS IS
W hat are some things you can do as local governm ent officials to 
help ease the crisis? W e’ve all heard the term  risk m anagm ent, bu t w hat 
does it m ean?
T h ere  are some sim ple changes tha t can m ake your city o r county 
a m ore attractive investm ent for the insurance industry . Som e exam ples 
are: Process all insurance claims through one em ployee. T his way he/she 
should notice recu rring  losses and  call your atten tion  to them . A dopt a 
policy of review ing em ployee driv ing  records. Exam ine your policy on 
take hom e vehicles. Does this practice expose your county to m ore losses? 
Do you have a good inventory and  replacem ent p rogram  for road signs? 
H ow  about an  up to date appraisal on equipm ent and buildings?
All of these exam ples can be im plem ented at a relatively low cost. 
You have to decide if the benefit is w orth the cost o r potential cost.
O n  legislative m atters, the A ssociation of Ind iana C ounties, Inc. in 
a jo in t m em orandum  with the In d iana  Association of C ities and Tow ns 
listed six recom m endations the legislature should adopt to help alleviate 
the insurance crisis for local units of governm ent.
T hey  are as follows:
1) R educe the $300,000 per individual and the $5 million per occur­
rence lim its.
2) R estore road and street design as a condition  of non-liability.
3) C larify im m unity  for license and perm it activities o f local 
governm ent.
4) R equ ire  specific com pliance u n der the notification of claims 
provision.
5) R educe notification of claims from 180 days to 90 days.
6) R equire the aw arding of attorney fees to the defendant in frivolous 
lawsuits.
37
